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Five CPAs have been named to the 1988 Commissioner's Advisory Group. They are Jack W.
Carlson, Esq., Thomsen, Nybeck, Johnson, et. al., Edina, MN; William T. Diss,
Arthur Young, Denver, CO; James J. Lennon, Maillie,Falconiero & Co., Oaks, PA;
Don J. Summa, Graduate School of Management, Rutgers University, Newark, NJ; and,
Leon Walker, Bert W. Smith, Jr. & Co., Washington, D.C.
The advisory group is
comprised of 18 individuals and includes accountants, attorneys, business
executives, educators, small business representatives and government officials.
The appointments to the advisory group were made by IRS Commissioner Lawrence B.
Gibbs from nominations sent by professional organizations in the tax field, IRS
officials and others interested in tax administration, the IRS said.
The group's
first meeting has been scheduled for 1/13-14/88 at the IRS Philadelphia Service
Center beginning at 8:00 a.m. each day. The IRS said the agenda for the meeting
would be announced soon.
Form 8598. Home Mortgage Interest, has been revised so that the majority of homeowners
will not have to file it with their 1987 Federal income tax returns, the IRS
announced recently.
The form was designed to assist homeowners in computing how
much of their interest is fully deductible as mortgage interest, according to the
IRS, as a result of changes in the tax law for deducting home mortgage interest.
The IRS said "significant revisions" have been made to Form 8598 since it was
first released in August.
The IRS noted that the major change is to not require
completion of the form for homeowners who know that the total price paid for their
home plus the cost of improvements is greater than the total of all mortgage debts
at all times in 1987. The IRS said that homeowners who have taken out home equity
loans or second mortgages or who have recently refinanced their mortgages should
begin gathering certain records together now. Though many of these taxpayers will
not have to complete Form 8598, they need to know if the cost of their home plus
cost of improvements exceeds the total of the balances of all debts on their home
in 1987.
Monthly statements from lending institutions will be helpful in
determining these balances, the IRS said.
To assist homeowners in understanding
the new rules, the IRS has developed Publication 932, New Rules for Home Mortgage
Interest Deduction. The publication will be available by mid-December at most IRS
offices or by calling 1-800-424-3676.
Individually designed pension, profit-sharing, stock bonus, or annuity plans that were
not timely amended to comply with several tax laws must be replaced by the
adoption of a qualified master or prototype plan to retain qualification,
according to a recent IRS Advance Notice. The IRS noted that plan sponsors may no
longer obtain relief under tax code section 7805(b) for plans not timely amended
to comply with TEFRA, DEFRA, and the Retirement Equity Act after 30 days from the
date the notice is published.
The latest notice modifies Notice 86-3, which
extended the time in which an individually designed master or prototype plan could
be amended.
Notice 86-3 was revised by Announcement 86-60, which extended the
compliance date to 6/30/86.
The new notice ended the period within which an
individually designed plan may obtain the extended compliance dates through
replacement by the bona fide adoption of a master or prototype plan. The IRS said
that in order to continue reliance for the plan years preceding the plan year of
the adoption, the adoption must be retroactive and employees' rights and benefits
must be adjusted accordingly. Employers who do not adopt by the effective date of
the notice will not be able to obtain the compliance date extension in Rev. Proc.
84-23.
Their plans will be disqualified beginning with the first plan year in
which they failed to comply with the qualification requirement.
The notice,
Notice 87-80, will be published in Internal Revenue Bulletin No. 87-50, dated
12/14/87.
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Older Americans who have Individual Retirement Accounts (IRAs) must begin to receive
distributions by 12/31/87, if their 70th birthday was before 7/1/86, the IRS
announced recently.
The beneficiary of an IRA due to the death of the IRA owner
may also be required to receive minimum distributions by the end of the year if
the IRA owner died before 1987, the IRS said. An excise tax of 50 percent of any
underpayment applies to IRA owners who fail to take their required minimum
distributions.
The IRS noted that retired individuals who participate in
qualified retirement plans must also begin receiving distributions from their
plans on or before 12/31/87, if they became 70 before 7/1/86.
Publication 930,
1987 Required Distributions from Individual Retirement Arrangements (IRAs).
explains the rules for required distributions from IRAs for 1987 and methods for
calculating the minimum distributions.
The publication is available free of
charge by calling 1-800-424-3676.
Employers and plan administrators will be subject to new reporting requirements in
1988 and later years in connection with excess deferrals, excess contributions.
and excess aggregate contributions to qualified pension plans, the IRS announced
in an Advance Notice (Notice 87-77) issued 12/10/87.
The notice affects plans
qualified under tax code Section 401(a), Section 401(k) cash or deferred
arrangements, Section 403 annuity and salary reduction annuity plans, and Section
401(k)(6) salary reduction simplified employee pension plans.
The instructions
apply only to distributions made on or before 12/31/88, the IRS said, and apply
only to revised Form 1099-R. Notice 87-77 will be published in Internal Revenue
Bulletin 1987-51, dated 12/21/87, the IRS stated.
Excise tax on excess distributions from qualified pension plans, individual retirement
plans, and section 403(b) annuity contracts, custodial accounts, and retirement
income accounts are the subject of proposed and temporary regulations issued
recently by the IRS (see the 12/10/87 Fed. Reg., pp. 46782-83 and pp. 46747-60).
The regulations reflect the addition of section 4981A to the code and are
necessary to comply with the Tax Reform Act of 1986 (TRA '86).
Those affected by
the regulations include administrators of, participants in, and beneficiaries of
the plans. The temporary regulations impose an excise tax on an individual who
receives "excess distributions" from qualified employer plans and IRAs.
Excess
distributions are defined as the total amount of distributions during any calendar
year to the extent that such amounts exceed either $112,500 (adjusted for cost-ofliving increases) or $150,000.
The IRS notes that the plan or IRA need not be
tax-qualified at the time of the distributions if it previously received the
benefits of tax-qualified status.
Not all distributions from these plans or IRAs
are subject to the excise tax.
Among listed exclusions are distributions made
after the individual's death; payments made to a spouse or former spouse pursuant
to a qualified domestic relations order that are includible in the income of such
spouse; tax-free distributions attributable to the individual's investment under
the plan or IRA; and distributions to the individual that are not includible in
gross income because the individual makes a qualifying rollover.
Additionally,
the regulations allow an individual to elect a special rule to calculate
the
individual's tax if the individual has benefits under these plans and IRAs whose
present value equals at least $562,500 as of 8/1/86 (grandfather amount).
If the
special rule is elected, the individual's distributions are offset by the
grandfather amount in a manner specified under these regulations over the
individual's lifetime, and upon death in the case of an outstanding grandfather
amount.
The grandfather benefits are not specifically allocated to individual
plans but rather offset all distributions that are subject to the new tax, the IRS
said. The regulations generally apply to calendar years beginning after 12/31/86.
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Comments and requests for a public hearing are sought by 2/8/88 and should be
addressed to: Commissioner of Internal Revenue, Attention:
CC:LR:T (EE-162-86),
Washington, D.C. 20224.
If additional information is needed after reviewing the
temporary and proposed rules, contact Marjorie Hoffman at the IRS at 202/566-3903.
Contributions in Aid of Construction (CIAC) received by regulated public utilities is
the subject of an Advance Notice issued by the IRS. The 1986 Tax Reform Act
expressly provides that after 12/31/86 CIAC and other contributions made by a
customer or potential customer are not contributions to capital. Thus, they are
not excluded from gross income. Rather, such amounts are required to be included
in gross income.
Frequently, the IRS noted, utilities are required to relocate
utility facilities in order to accommodate a public right-of-way.
In such cases,
the utility typically receives, directly or indirectly, a relocation fee or
reimbursement for the costs of relocating the utility facilities, the notice
stated. Any taxpayer paying a CIAC to a utility is incurring an expenditure which
results in the creation of an intangible asset having a useful life extending
substantially beyond the close of the taxpayer's taxable year, the IRS said. If a
taxpayer incurs a CIAC with respect to property used in a trade or business and is
required to replace the CIAC property upon its obsolescence or deterioration, the
amount of the payment is capitalized and deducted on a pro rata basis over the
useful life of the asset.
The useful life of the intangible asset would
correspond to the economic life, rather than the tax life or recovery period, of
the public utility property to which the CIAC relates.
If the taxpayer incurs a
CIAC with respect to property used in a trade or business and is not required to
replace the CIAC property upon obsolescence or deterioration, the intangible asset
has an indeterminate economic life, the IRS said.
In such a case, the taxpayer
must capitalize the payment and is not permitted to amortize the amount of the
prepaid asset. This notice does not apply to customer connection fees or payments
made from utilities to their customers. The notice, Notice 87-82, is scheduled to
be published in Internal Revenue Bulletin No. 1987-51, dated 12/21/87.

For further information contact Shirley Twillman or Joseph Petito at 202/737-6600.
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